T he European Commission in particular, 1 but also other bodies such as the Federal German government are emphasizing that a single European currency is necessary in order to complete the single market. It is true that within a monetary union transaction costs in respect of currency conversion and exchange-rate hedging cease to be incurred and that exchange-rate risk no longer applies. A common currency also improves the transparency of price structures. In this respect a single European currency may accelerate the process of economic integration within the EU. However, it is equally true that the welfare-enhancing impact of the free movement of goods, services and factors of production will be felt whether or not there is a single currency. This is demonstrated not only by the single European market itself, but also by world trade as a whole. As empirical research has shown, even large fluctuations in real exchange rates hardly impair international trade and the movement of capital, not least because nowadays several instruments for low-cost exchange-rate hedging are available? However, the most important consideration is that the variability of exchange rates constitutes an important balancing mechanism between economies which are at different stages of development and which have different structures. This balancing mechanism would be forfeited once and for all in a monetary union. As explained in more detail
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However, the reason why European governments are seeking to achieve monetary union is not, in the first instance, based on supposed economic advantages: it is chiefly regarded as necessary because of overriding political considerations. Leading politicians regard monetary union as an "engine of European integration"; for them it is an instrument for making European integration irreversible2 Without monetary union, so argues especially Chancellor Kohl of Germany, Europe would revert to self-centred national preoccupations during the next century; monetary union is seen as indispensable if the resulting risk of war is to be averted? In fact the opposite is more likely to be true. 
EMU
Due to the economic fault-lines created by monetary union, a single currency will lead to serious political conflicts between the member states of the European Union. This would represent a considerable setback for the process of European integration. Monetary union itself constitutes a threat to peace in Europe.
The Psychological Issues
In fact, the problems inherent in European monetary union even begin one stage earlier. The introduction of a single currency necessarily means the abolition of national currencies. However, these embody an important part of each country's national identity. They are an emblem of national sovereignty. Each currency is a symbol of the economic, political and social order of the particular country and its wealth to its citizens, and of the (relative) security of their savings. The significance of these aspects can be seen particularly clearly in the case of Germany. Having lost two world wars and lived through two periods of hyper-inflation which destroyed their savings, as well as having experienced a worthless socialist currency in East Germany, the German people regard the deutschmark as a symbol of the successful social market economy, of the prosperity which has been achieved under this economic system, of the security of their savings because of the Bundesbank's commitment to stability and, not least, of the worldwide recognition and respect which Germany now enjoys once again thanks to its economic success.
The adoption of a single European currency will mean the loss of national currencies together with their symbolic power and their ability to generate national identities. The new European currency will not be able to take over these functions because:
[] the citizens of Europe regard themselves as French, British, German, etc., that is, as citizens of their native country in the first instance, and only secondarily as Europeans;
[] the euro does not yet have the reputation of being a stable currency. As such a reputation can only be built up in the long term, the euro will not enjoy the confidence currently enjoyed by a number of European currencies for quite some years.
With the abolition of their national currencies the citizens of Europe will also lose their familiar means of exchange, accounting and storing value. They will be unfamiliar with the new currency and the prices expressed in that currency, especially at the beginning 108 of monetary union. These psychological problems should not be underestimated, because the quality and acceptance of a currency depends ultimately on these psychological aspects: on the confidence which a currency enjoys, on its symbolic power and on its ability to create an identity within a particular society, and on the availability of a means of exchange, accounting and of storing value with which the people are familiar. As the new currency will be inferior to the present national currencies on each of these counts, and the citizens of Europe (except in Denmark and France) have not been asked to give their consent to monetary union, then lack of acceptance of the euro and even a growth in anti-European sentiment are quite likely. Hence the cohesion of the peoples of Europe, the basis of European integration, will not be strengthened, but will be weakened, by monetary union.
The Risk of an Inflationary Monetary Union
If monetary union were to lead to inflation, the economic and political risks would be particularly serious. As inflation impairs the function of prices as providers of information and distorts the productive structure of the economy, an inflationary monetary union would prevent further deepening of the division of labour within the single European market. Economic growth would be dampened. As a result monetary union would not, as its advocates hope, have a positive effect on the single market but a negative one. Nor, if monetary union were to be inflationary, would international investors gain confidence in the new currency. The value of the euro would be under permanent downward pressure and international investors would have to be offered a risk premium in the form of higher interest rates. That in turn would have a damaging effect on economic growth and employment, too. As inflation also leads to a steady reduction in the real value of financial assets and to a redistribution from the private sector to the state, an inflationary monetary union could be regarded as an unreasonable burden, at least by the citizens of stability-oriented countries. Anti-European feeling would increase and the process of European integration would be impeded.
There are indeed a number of signs that monetary union will be inflationary in nature. For example, public opinion in many EU states is significantly less conscious of price stability than it is in Germany. This is not only evident from the fact that a number of member states have recorded much higher rates of inflation than Germany over the last few decades, but
